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bills, invoices, purchase orders, speci-
fications, drawings, plats, or written
authorization of ingress and egress.

(b) Producers who authorize actions
without an approved loan, do so at
their own risk and without creating
any liability on behalf of CCC except
for producers who between February 2,
2000 and May 11, 2000 took action based
on the announcement of the program.
Such action may include, but is not
limited to, entering into purchase con-
tracts, purchases of materials, taking
delivery of parts, site preparation, and
construction.

§ 1436.5 Eligible borrowers.
(a) The term ‘‘eligible borrower’’

means any person who, as landowner,
landlord, operator, producer, tenant,
leaseholder, or sharecropper:

(1) Has a satisfactory credit history,
and demonstrates an ability to repay
the debt arising under this program;

(2) Has no delinquent Federal debt
defined by the Debt Collection Im-
provement Act of 1996;

(3) Is a producer of a facility loan
commodity;

(4) Demonstrates a need for increased
storage capacity;

(5) Provides proof of crop insurance
from FCIC or a private company;

(6) Is in compliance with USDA pro-
visions for highly erodible land and
wetlands conservation according to 7
CFR part 12;

(7) Demonstrates compliance with
any applicable local zoning, land use,
and building codes for the applicable
farm storage facility structures;

(8) Provides proof of flood insurance
if CCC determines such insurance is
necessary to protect the interests of
CCC, and proof of all peril structural
insurance, to CCC annually; and

(9) Demonstrates compliance with
the National Environmental Policy Act
regulations at 40 CFR, parts 1500
through 1508.

(b) [Reserved]

§ 1436.6 Eligible storage facilities for
handling equipment.

(a) Loans may be made only for the
purchase and installation of eligible
storage facilities and permanently af-
fixed drying and handling equipment,
or for the remodeling of existing stor-

age facilities or permanently affixed
drying and handling equipment as pro-
vided in this section. Eligible storage
and handling facilities shall include
the following:

(1) New conventional-type cribs or
bins designed and engineered for whole
grain storage and having a useful life
of at least 10 years;

(2) Oxygen-limiting and other upright
silo-type structures designed for whole
grain storage and having a useful life
of at least 10 years; and

(3) Flat-type storage structures for
which the primary use is to store whole
grain.

(b) The calculation of the loan
amount may include costs associated
with building or improving an eligible
storage and handling facility, includ-
ing:

(1) Permanently affixed grain han-
dling equipment and grain drying
equipment, including perforated floors
considered to be essential to the proper
functioning of the grain storage sys-
tem;

(2) Safety equipment such as light-
ing, inside and outside ladders;

(3) Equipment to improve, maintain,
or monitor the quality of stored grain,
such as cleaners, moisture testers, and
heat detectors;

(4) Electrical equipment, including
labor and materials for installation,
such as lighting, motors, and wiring in-
tegral to the proper operation of the
grain storage and handling equipment;
and

(5) Concrete foundations, aprons,
pits, and pads (including site prepara-
tion, labor and materials) essential to
the proper operation of the grain stor-
age and handling equipment.

(c) Ineligible storage and handling
equipment with respect to which no
loans for installation or related costs
shall be disbursed under this part in-
clude:

(1) Portable grain drying equipment
and portable augers;

(2) Structures of a temporary nature
that require the weight or bulk of the
stored commodity to maintain its
shape (such as fences or bags);

(3) Structures that are bunker-type,
horizontal, or open silos;
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(4) Structures that are not suitable
for storing the facility loan commod-
ities for which a need is determined;
and

(5) Storage structures to be used for
commercial purposes. Commercial pur-
pose is defined as the storage and han-
dling of grain, whether paid or unpaid,
for persons other than the loan appli-
cant. State FSA committees may
allow, subject to the approval of the
Deputy Administrator, Farm Pro-
grams, FSA, exceptions to this require-
ment if an applicant is otherwise eligi-
ble and the intent and purpose of the
Farm Storage Facility Loan program
is being met. Any facility that is in
working proximity to any commercial
storage operation, shall be considered
to be part of a commercial storage op-
eration.

(d) Loans may be approved for financ-
ing additions to more modifications of
an existing storage facility to increase
storage capacity if the county FSA
committee determines that the modi-
fication is necessary to increase the
storage capacity of the unit and is not
for maintenance, repair, or replace-
ment of items such as motors, fans, or
wiring.

§ 1436.7 Term of loan.
The maximum term of the loan shall

be 7 years from the date of execution of
a promissory note and security agree-
ment. No extensions of the loan term
will be granted.

§ 1436.8 Security for loan.
(a) All loans shall be secured by a

promissory note and security agree-
ment covering the farm storage facil-
ity. The promissory note and security
agreement shall grant CCC a security
interest in the collateral and shall be
perfected in the manner specified in ac-
cordance with applicable state law.
CCC’s security interest in the collat-
eral shall constitute the sole security
interest in such collateral except for
prior liens on the underlying realty
that by operation of law attaches to
the collateral if it is or becomes a fix-
ture. If any such prior lien on the real-
ty will attach to the collateral, a waiv-
er, severance, or subordination of such
lien must be obtained in writing from
each person having an interest in the

real estate on which the collateral is to
be located. No additional liens or en-
cumbrances may be placed on the stor-
age facility after the loan is approved
unless CCC approves otherwise in writ-
ing.

(b) A lien on the real estate on which
the farm storage facility is located will
be required on all loans in the form of
a real estate mortgage, deed of trust,
or other security instrument approved
by the CCC. For loan amounts exceed-
ing $50,000, CCC’s interest in the real
estate shall be superior to all other
lien holders. If the real estate is cov-
ered by a prior lien, a lien may be ob-
tained by means of a subordination
agreement prescribed by CCC. CCC will
not require such an agreement from
any agency of the Department of Agri-
culture.

(c) Real estate liens may cover an
acreage of land separate from the col-
lateral if a lien on the underlying real
estate is not feasible and if:

(1) The borrower owns the separate
acreage; and

(2) The acreage is large and valuable
enough, in the approving authority’s
opinion, to insure repayment of the
loan.

(d) Notwithstanding paragraphs (a),
(b) and (c) of this section, a borrower,
in lieu of such liens as are otherwise
required by those paragraphs, may pro-
vide a letter of credit, bond, or other
form of security, as approved by CCC.

(e) If an existing structure is remod-
eled and an addition becomes an at-
tached, integral part of the existing
storage structure, CCC’s security inter-
est shall include the existing storage
structure.

(f) The cost of filing and recording all
real estate liens and later subordina-
tions will be paid by the borrower. CCC
shall pay such costs relating to filing
and recording financing statements.

§ 1436.9 Loan amount and loan appli-
cation approvals.

(a) The cost on which the loan shall
be based is the net cost of the eligible
facility, accessories, and services to
the applicant after discounts and re-
bates, not to exceed a maximum per-
bushel cost established by the State
FSA committee.
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